ABSTRACT
Introduction
Theoretical and empirical research in economics has shown that trust has important macroeconomic and microeconomic implications. Early research has emphasized the importance of trust in the development of market economies (Arrow, 1972; Williamson, 1978) since it facilitates cooperation and exchanges among anonymous individuals. More recently, empirical research has identified large positive causal effects of trust on countries' economic performance (growth; income; employment; financial development; and entrepreneurship). At the individual level, trust is also associated with positive outcomes such as happiness and economic success (Delhey and Newton, 2003) . Therefore, differences in trust between countries or individuals partly explain differences in their outcomes. This suggests that increases in trust can have many positive economic effects.
Investigating the origins of trust is thus very relevant. The theoretical literature emphasizes both the role of inherited traits and of the current environment in shaping social attitudes (Bisin and Verdier, 2001) . Empirically, there is some unrelated evidence that intergenerational transmission (Algan and Cahuc, 2010a; Dohmen et al., 2011) and the environment (Leigh, 2006; Rosthein and Uslaner, 2005) matter for trust. In addition, the relative importance of intergenerational transmission and the environment appears to vary across countries. Specifically, while trust in the home country still affects the trust of third generation immigrants in the United States (Tabellini, 2008) , it only influences the trust of immigrants in Europe up to the second generation (Ljunge, 2012) . This suggests that in the latter countries, acculturation with natives may be more important. However, there are very few empirical studies which investigate these two channels together (Dinesen, 2011 and 2012b) . This paper investigates the respective importance of cultural background 1 and the environment in shaping trust of second generation immigrants in the United States and Australia. Specifically, we address the following questions: Is the transmission of trust from their home countries different between the United States and Australia? Does the level of trust of second generation immigrants differ between the United States and Australia? What characteristics of the environment explain these differences between the two host countries? Do differences in migration to the two host countries explain these differences?
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Our first contribution to the economic literature is to develop our knowledge on the relative importance of culture and the environment in shaping trust. To identify the effect of culture, we estimate how the trust of second generation immigrants varies with trust from their home countries. While there exists some evidence of cultural transmission for the United States (e.g. Tabellini, 2008) , there is not for Australia. The effect of the environment is then given by unexplained differences in trust levels across the two host countries (once individual and home country characteristics are controlled for). This provides further insights on whether immigrants' adapt their preferences and beliefs to their new environment. As such, we expand a literature focused on European host countries (Dinesen 2011 and 2012b) .
The second contribution of this paper is to examine how different characteristics of the host country contribute to explaining different levels of trust between the United States and Australia. The literature has found a large number of correlations between trust and economic and social characteristics providing many potential explanations for differences in trust across countries. However, only a few of these explanations have been tested and only for European countries (Dinesen, 2011) . We add evidence by testing a larger set of characteristics for the United States and Australia.
The third contribution of this paper is to expand our understanding of why the transmission of trust across generations varies by host country. Specifically, we extend our analysis of the relationship between individual trust and trust in the home country to first generation immigrants. If the effect of trust in the home country already differs for first generation immigrants, this suggests that the choice of migrating to one of these two host countries may differ in relation to trust. In contrast, if the effect of trust in the home country is similar between the United States and Australia for first generations, this suggests that the transmission process differs between the two host countries, not the migration.
Our results clearly indicate that both the home country and the host country matter.
Specifically, cultural transmission is particularly important in explaining trust levels in the United States, although it is also present in Australia. Also, differences in the trust of second generation immigrants between the two host countries remain largely unexplained by individual and home country factors suggesting that the environment in the host country matters as well. In particular, while the low levels of crime, income inequality, unemployment and segregation by home country partly account for the high level of trust in Australia, the perception of racial inequality contributes to lower levels of trust in the United States. Analysing first generation immigrants, we find that their levels of trust and the 4 influence of their home country is similar in the United States and Australia. This strengthens our findings that the transmission process is larger in the United States and that acculturation is what generates differences in the trust of immigrants in the United States and Australia.
After presenting the literature and the empirical strategy in the next section, the third section describes the datasets used in the analysis and the fourth section gives some diagrammatical evidence on the relationships of interest. The empirical analysis is developed in sections 5 to 7. Section 8 concludes.
Related Literature and Empirical Strategy

Related Literature
The empirical research on trust has recently gained importance with trust questions being introduced in national and cross-country surveys in the 1980s. The early literature has shown that trust is positively related to a number of economic outcomes: government effectiveness (La Porta et al., 1997) ; income per capita; and education (Knack and Keefer, 1997) . More recently, the literature has begun to investigate causal mechanisms. A first set of papers uses historical values of variables such as religion or political institutions to measure exogenous variation in trust levels and finds that trust influences income per capita (Tabellini, 2009 ) and the probability of becoming an entrepreneur (Guiso et al., 2006) . Using differences in trust levels of migrants from different countries/region as a proxy for exogenous differences in past levels of trust in their country/region of origin, another strand of the literature adds evidence that trust significantly impacts growth (Algan and Cahuc, 2010a) , financial development (Guiso et al., 2004) and employment (Algan and Cahuc, 2007) .
The question of the origins of trust is thus very relevant and has started to be studied in the literature. There is some evidence showing that trust is transmitted across generations on the one hand, while other contributions indicate that trust is affected by the local environment. Dohmen et al. (2011) provide some credible evidence of a strong, although not causal, link between parents' and children's levels of trust in Germany. Also, using the fact that trust levels of US immigrants vary by their home country, Algan and Cahuc (2010a) indirectly show that individual trust is partly transmitted from previous generations. For Europe, Ljunge (2012) also finds that trust of second generation immigrants depends on trust in their home country. There is also some evidence that trust levels vary with local social and economic 5 conditions (Rosthein and Uslaner, 2005 , Leigh, 2006 , Algan and Cahuc 2010b , Aghion at al., 2010 .
However, studies analysing together the influence of culture and the environment on trust to assess their respective contribution are rather scarce. This constitutes a major omission since the theoretical literature has shown that these different channels interact with each other (Bisin and Verdier, 2001) . In a series of papers, Dinesen (2010 with Hooghe, 2011 , 2012 and 2012b ) addresses this issue for Europe and finds that both channels affect trust but that the experiential perspective seems more relevant than the cultural one, especially for second generation immigrants. However, this first evidence is limited in many ways. First, he mostly focuses on first generation immigrants (whose trust may also be affected by the economic and social conditions of their home country). Second, using cross-country datasets which contain small samples for each country, he cannot identify separately the effects for each host country. Third, Dinesen's evidence is based on immigrants to Europe only and mainly on those immigrants from low trust countries to high trust countries. Last, in terms of host country characteristics which could affect trust, he analyses mainly the effect of corruption and of the perception of fairness of the institutions. This paper contributes to the literature by estimating how the home country and the host country respectively affect individual trust of second generation immigrants in the United States and Australia. While our paper is quite close in spirit to Dinesens' contributions, it departs from them in several ways. First, we focus on second generation immigrants and thus minimise the risk of spurious correlation on our estimates of the cultural effect of trust (through other characteristics of the home country). Second, using separate US and Australian datasets, we are able to identify the effect of home and host country on trust separately for the two countries. This provides further insight into how these relationships vary by host country. Also, not restricting the set of home countries to low trust countries yields more general results.
In addition, we provide the first evidence for the United States and Australia, which differ from Europe in terms of immigration, trust levels, social and economic conditions. Furthermore, the comparison between the United States and Australia is of particular interest.
Although they have quite similar immigration histories and share a number of social and economic characteristics, they exhibit very different levels of trust. It is therefore interesting to investigate the reasons for this difference by focusing on a few relevant differences 6 between the two countries. Doing so, we extend the characteristics investigated by Dinesen to economic conditions, criminality, racial inequality and segregation.
Empirical Strategy
We separate the effect of culture from that of the environment on trust by studying second generation immigrants in the United States and Australia. The effect of culture is identified from the variation in immigrants' home countries while the effect of the environment comes from the variation in their host country. Specifically, to identify the cultural component, we follow the epidemiological approach which studies the variation in outcomes across different immigrant groups residing in the same country.
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This method relies on the idea that immigrants have different cultures but share a common social and economic environment.
The effect of culture is captured by the effect of trust in their home country on individual trust. Focusing on second generation immigrants rather than first generation immigrants has several advantages. Since second generation immigrants never lived in their home country, the value of trust in that country should capture the preferences and beliefs which are transmitted from one generation to the next. However, economic and institutional conditions (past or present) in the home country should not influence second generation immigrants.
Focusing on second generation immigrants also eliminates confounding factors which specifically affect the first generation (ability to speak the host country language, impact of the migration). However, it is possible that effects estimated for second generation immigrants are underestimated if the influence of the home country has attenuated over time.
We estimate the following equation:
where T itor is the trust level of individual i in time t from home country o living in country r; T o is the trust level in the home country; 3 I r is a dummy for the host country (1 for Australia);
X rt is a set of time-varying institutional characteristics of the host country; X o is a set of characteristics from the home country; X it is a set of individual controls and I n are time controls.
The main coefficients of interest are α 1 , α 2 and α 3 . They respectively give the cultural effect for the United States, how this effect differs in Australia and the unexplained difference between trust levels in the United States and Australia. Note that α 1 + α 2 gives the cultural effect for Australia. If trust is passed down from generation to generation, the level of trust in the home country is expected to affect individual trust and α 1 to be positive (as well as α 1 + α 2 ). If circumstances in the host country matter, α 3 is expected to be significant. Thus, the inter-home country variation gives the effect of culture while the inter-host country variation gives the effect of the environment.
A spurious correlation between individual trust and trust in the home country could arise if apart from sharing trust levels, individuals from the same origin shared other characteristics correlated with trust. First, Delhey and Newton (2003) and Uslaner (2002) find a clear negative association between trust and people's feeling of safety when walking alone at night.
The degree of security that people experience influences their belief that most people can be trusted or not. We further test this association at the country level using a more objective measure of safety: crime rates. Second, there is evidence that trust is stimulated through interactions with people of different backgrounds (Glaeser, 2005) which are possibly more developed in integrated than in segregated areas. In contrast, diversity (fractionalisation) does not guarantee residential integration and does not necessarily give opportunities for people from different backgrounds to interact. Uslaner (2008) actually finds that integration rather than diversity enhances trust. Alesina and Zhuravskaya (2011) further demonstrate in a crosssection of countries that segregation causally deteriorates generalised trust which in turn lowers governments' quality. We test whether segregation by country of origin 5 could account for some of the difference in trust between the United States and Australia.
The literature also contains clear evidence of a negative relationship between trust and inequality (Rothstein and Uslaner, 2005) and trust and the perception of inequality. In 4 For these variables, we were able to gather the required time variation. Unfortunately, the data we found on religion from the WVS (Uslaner, 2002) , social mobility from the WVS (Rothstein and Uslaner, 2005) , regulations and demand for regulation from the ISSP (Aghion et al. 2010 ) and civicness from the WVS (Aghion et al. 2010) were not showing enough time variation for Australia to be used in the analysis (which is only studied from 2005 to 2010). 5 Our index of segregation follows Alesina and Zhuravskaya (2011) . It uses the regional composition by countries of origin to build an index which equals one if each region comprises only immigrants with one country of birth (full segregation) and zero if each region has the same fraction of each countries of birth (no segregation). We use their approach ignoring the group of "other" countries of birth:
where T is the total population of the country, t j is the population of region j, J is the total number of regions, N is the total number of groups, π m is the fraction of people born in country m, and π jm is the fraction of people born in country m in region j. particular, Rothstein and Stolle (2008) argue that individuals' trust is partly determined by the way they perceive institutional fairness from those who are given the responsibility of the public interest. The negative effect of corrupted institutions and lack of civicness of citizens on trust has been clearly established. Similarly, experiences of inequality, for example through discrimination, can deteriorate individual's trust (Rothstein and Stolle, 2008) . This seems particularly relevant in the case of immigrants. We test it using a measure of perceived racial inequality as a proxy. We also assess the influence of an objective measure of income inequality (Gini coefficients) since Uslaner (2002) finds that 'What distinguishes countries that are trusting from those that are not is the level of economic equality'. Also, we test the effect of other economic conditions. While the literature has not identified a clear effect of contemporaneous economic measures on trust, we test whether this effect appears with a lag.
The host country characteristics are added to the model and tested individually in addition to the baseline model. This is because the degrees of freedom are very limited for Australia, due to the relatively short interval of time covered by the HILDA data. Also, since these variables are highly correlated with each other, we prefer to analyse their effect independently.
Data
The individual data used in the analysis comes from the Household, Income and Labour Dynamics in Australia (HILDA) for Australia and the General Social Survey (GSS) for the United States. HILDA is a household-based panel study which began in 2001 and interviews annually all members of sampled households aged 15 or more. GSS is a US survey which began in 1972 and collects data on a randomly selected sample of individuals aged 18 or more. While the GSS is a repeated cross-section which covers a relatively long interval of time, the HILDA survey is a longitudinal dataset with a limited time dimension. In our empirical analysis, we cluster the standard errors at the individual level in all the regressions and include time controls. In addition, we assess the effects of these differences by performing different robustness checks. 6 We select the waves of both surveys which include information on trust and enable us to identify the home country of second generation immigrants: HILDA 2005 , 2006 , 2008 , 2010 10 and GSS 1978 , 1980 , 1983 , 1984 , 1986 to 1991 , 1993 , and 1994 Generally speaking, most people can be trusted.
Responses are coded between 1 and 7, where 1 means that the person strongly disagrees and 7 that she strongly agrees.
-GSS: Generally speaking, would you say that most people can be trusted or that you can't be too careful in dealing with people?
Responses are coded between 1 and 3, where 1 stands for 'Can trust', 2 for 'Cannot trust' and 3 for 'Depends'.
Previous research, including large scale field experiments, has demonstrated the behavioural validity of these survey instruments: answers actually translate into reciprocity actions (Glaeser at al. 2000) . To have comparable measurements of trust in the United States and Australia, we harmonise the coding of this variable by creating a dummy equal to 1 (trusting) if the value in the GSS equals 1, or if it is between 5 and 7 in HILDA; and, equal to 0 otherwise. 7 We define second generation immigrants as individuals born in Australia or in the US with at least one parent born overseas. HILDA provides us with information on the country of birth of both parents and of the individual. In the GSS survey, each US born individual is asked to state whether any of his/her parents was born abroad and to specify a country of origin of the family. We identify second generation immigrants from answers to the first question and the home country from the second question. The home country is defined as the father's country of birth unless only the mother was born overseas, in which case the home country is the mothers'. The trust question reads: 'Generally speaking, would you say that most people can be trusted or that you need to be very careful in dealing with people?' and is coded in two modalities: 7 The proportions of trusting individuals obtained with this recoding for the United States and Australia are close to the ones obtained from the WVS (which uses similar questions and coding for the two countries). 8 We use this comprehensive definition for the immigrant status to keep as many observations as possible. We thus expect to get to a lower bound for the effect of the country of origin since some individuals in our sample have been confronted to different cultures from their parents. We provide evidence in the result section that taking the mothers' country of birth instead does not alter the results (this changes the origin of individuals who have both parents born abroad in different countries: 8% in HILDA and 39% in GSS).
'Most people can be trusted' vs. 'Need to be very careful'. We select from the WVS all countries that appear as home countries for our HILDA and GSS samples.
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The oldest measure of trust which can be obtained in the WVS is for 1981 (but even later for most countries). Since our sample consists of second generation immigrants, immigration occurred before the individual was born. We would thus preferably use measures of trust recorded before the respondents was born. Unfortunately, 96% of the individuals in our sample are actually born before the second value is available for their home country. As a result, for this wide majority the best proxy for trust in their home country at the time of immigration is the first value available in the WVS. Variables characterising the host country are: crime rate; segregation; perceived inequality; income inequality; unemployment rate; GDP growth; density of population and female labour force participation. They come from the US Bureau of Statistics, the US Census Bureau, the 9 Lebanon, Sri Lanka and Papua New Guinea are further dropped from the HILDA sample since no data is available for these countries in the WVS. This leads to a loss of 87, 57 and 49 observations, respectively. Also, in line with Uslaner (2002) , we drop China (for which the level of trust reported in the World Value Survey appears suspiciously high). 10 We check that taking the average over all WVS waves containing the trust question or alternatively taking the last value before our individuals are born (which only changes the value for 4% of the people) does not significantly alter the results. We prefer to take the first value however, which is obviously as close to the immigration date as we can get. Under the assumption that trust is strongly embodied in countries and does not evolve erratically, it is possible to use future values for the cultural variable with respect to the outcome, i.e to explain individual trust by subsequent trust in the country of origin. Fernandez (2007) demonstrates that using past or future cultural variables yields similar results in the case of female labour force participation.
US Department of Justice, the Australian Bureau of Statistics, the World Bank, the OECD, the Luxembourg Income Study and the International Social Survey Programme on social inequalities. In particular, we use the ISSP question on whether one thinks that 'race is important to get ahead' to build a measure of perceived racial inequality in the host country.
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We test different versions of these variables: contemporaneous to GSS and HILDA waves and with one-to thirteen-year lags (using three-year moving averages). Table I describes our sample of second generation immigrants in the United States and Australia. On average, US individuals are older and have a slightly higher number of children than the Australians. Consistently with their higher age, the US sample includes more widowed or separated individuals and more respondents out of the labour force. Most importantly, immigrants to the two countries differ in their level of trust: while 61% of Australian immigrants believe that most people can be trusted, only 41% of the US immigrants do. Interestingly, those levels of trust are very close to those of the general population which are respectively 60% in Australia and 39% in the United States. In terms of country characteristics, the United States and Australia also show some large differences in terms of population density and crime rate. However, second generation immigrants to the United States and Australia come from countries which are quite similar in terms of trust levels: the average trust level of countries of origin is 33% in the United States and 39% in Australia.
Descriptive Analysis
- Table I here - Figure 1 shows the evolution of trust levels in the United States and in Australia for three subgroups of the population: non-immigrants, first and second generation immigrants. Trust is consistently higher in Australia for all groups. In both countries, second generation 11 This variable takes values from 1 to 5, "essential" to "non important at all". We group the first three values: "fairly important" to "essential" and calculate the proportion who thinks that race is important to get ahead in each country at each survey wave (1987, 1992 and 2009 ). We then use linear approximations to calculate values for each year covered by the GSS and HILDA. For GSS and HILDA waves occurring before the first value is available, we take the first value available (which is only the case for the GSS before 1987); if the survey year is after the last value in the ISSP, we take the last ISSP value available (i.e. HILDA and GSS 2010). 12 Data limitations prevented us from going further back.
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immigrants have levels of trust which are very close to those of non-immigrants, while those of first generation immigrants are systematically lower than the rest of the population. In Australia, the evolution of trust is also very similar between immigrants and non-immigrants.
In contrast, in the US, the dynamics of trust are not as parallel between groups. This is confirmed when looking at the evolution of trust over time by home country for the two host countries: 13 trust levels of second generation immigrants evolve much more heterogeneously in the US than in Australia. This suggests that the effect of the environment on trust may be larger in Australia than in the US. 
Individual Trust: between Intergenerational Transmission and Cultural Assimilation
This section explores whether (i) the link between trust of second generation immigrants and trust in their home country is confirmed when analysed in a more complete framework; (ii) 13 Results are available from the authors.
14 the difference in the levels of trust of US and Australian immigrants can be explained by individual and country characteristics.
Results
Table II presents the results from regressions of individual trust of second generation immigrants on trust in their home country as specified in equation (1). Four specifications are shown, progressively including controls at the individual, home country and host country level. Table II reports the coefficients related to: trust in the home country (for the United States and the difference for Australia), the indicator for the host country and the home country characteristics (the complete set of results can be found in table A2 in the Appendix).
All four specifications control for age and time fixed effects so as to account for these essential differences between the US and Australian data.
- Table II hereThe first column of Table II indicates that trust of second generation immigrants is significantly related to trust in their home country in both host countries but the link is much larger in the United States. A 10 percentage point shift in trust in the home country implies a 7.1 percentage point increase in the probability that US second generation immigrants are trusting. Conversely, the increase is only 1.7 percentage point in Australia (5.4 percentage points lower).
14 There is also a large difference between the level of trust in the US and in Australia, a finding in line with the descriptive statistics. In the latter, the probability of trusting other people is higher by 60 percentage points than in the former.
These results may actually derive from a transmission of characteristics related to trust rather than from a direct transmission of trust. If for example education patterns are transmitted across generations and correlated with trust levels, the results from the first column would capture a general effect of culture on trust. To test whether the intergenerational transmission of trust affects individual trust beyond its influence on other individual dimensions, we introduce a number of controls for individual characteristics (column 2). The inclusion of these controls reduces the link between trust in the home country and individual trust in the United States. In contrast, the relationship with trust in the home country increases in Australia (such that the difference between the United States and Australia is smaller).
14 Trust in home countries varies between 0.06 and 0.61, with a standard deviation of 0.12 in the US and between 0.055 and 0.49 with a standard deviation of 0.09 in Australia. See Table I . Nevertheless, the relationship is still clearly positive and significant for both countries and larger in the United States. A 10 percentage point increase in average trust in the home country still increases the probability of trusting other people by 4.1 percentage points in the United States and 2.4 percentage points in Australia. Moreover, the inclusion of individual controls does not reduce the difference between the level of trust in the US and in Australia which remains large (73 percentage points higher in Australia).
Interestingly, most of the significant relationships between trust and individual characteristics differ between the United States and Australia (Table A2 in the Appendix). First, while trust increases with age in the United States, it does not seem to vary with age in Australia.
Neglecting to control for age could therefore create a spurious correlation between trust in the home country and trust in the United States. In fact, older individuals, who are more trusting, also happen to come from countries with higher levels of trust.
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Second, while men are slightly more trusting than women in the United States, this is not the case in Australia. The lack of a clear relationship between age / gender and trust in Australia is in line with what has been observed by Leigh (2006) . Third, the level of education is very positively and consistently related to trust in the United States. Note that the causality could go either way: getting more education could increase trust as well as being more trusting could lead individuals to get more education. In Australia, even if the level of education is overall positively related to trust, the link with trust is much lower than in the United States.
Last, trust and unemployment do not seem to be related in the United States. On the contrary, in Australia, unemployed respondents have a lower level of trust than those who are employed full-time.
Heterogeneity in economic conditions across the different home countries may also bias our estimates. To explore whether the differences in trust by home country are driven by economic conditions in the home country, we add the following controls to our regressions: GDP growth, GDP per capita, unemployment and democracy. The results remain fairly stable (Table II, Finally, we include controls for the local environment in the host country. Again, some spurious correlation between trust in the home country and individual trust could arise if immigrants were sorting themselves into locations in a way that is related to trust in their home country, and that the local conditions in the host country in turn affect individual trust.
Controlling for regional time-varying characteristics does not change the results (Table II, This analysis leads us to two main conclusions: 1) Second generation immigrants' trust is positively related to trust in their home country. This relationship is systematically stronger in the US than in Australia.
2) The difference between the level of trust of US and Australian immigrants remains largely unexplained by individual, home country and regional characteristics in the host country.
Robustness Checks
The GSS and HILDA datasets have important differences both in terms of coverage and in terms of structure. We run different tests to account for these differences and check the stability of our results. 16 We have also tested the inclusion of two additional controls: the distance between the capital of the home country and that of the host country so as to control for geographical proximity and the female to male labour force participation ratio in the home country. Results are absolutely similar and available from the authors. We chose not to include them in our main specification because they may be endogenous. First, individuals willing to escape their home country (for example in time of war) possibly tend to migrate further away and come from low trusting countries. If we control for distance, the coefficient on trust in the home country would become insignificant even in the presence of intergenerational transmission. Second, if there is a relationship between trust and female to male labour force participation ratio, the direction of causality is unclear. It could very well be that trusting values are transmitted and then translate into similar behaviours across generations, such that the effect of trust in the home country could vanish even if trust is transmitted across generations. First, our US and Australian samples vary along two characteristics: the countries of origin of the sample members and the periods covered by the survey. We test the robustness of our results to these two differences (Table III) . When running the same regression as in Table II, column 3 but only on the eight countries that are common between the United States and Australia (column 1), we find qualitatively similar results. The effect of trust in the home country is still higher in the United States even though the difference with Australia is now smaller. This rules out the possibility that the results in Table II are driven by the presence in one of the two surveys of immigrants from countries which have particularly intense/weak relationship to their home country. In addition, the difference between trust levels in the United States and Australia is higher when restricting the sample to common countries (1.165). This further suggests a role for the environment in the host country.
Another difference in terms of origins of our samples is that immigrants of British origin represent more than 40% of the Australian sample against 11% of the United States sample (table A1) . After dropping second generation immigrants from the United Kingdom (table III, column 4), estimates are extremely similar to those presented in Table II . Immigrants from the UK do not appear to have a particularly weak link to their home country, such that their presence in the sample would bias our estimates for Australia downward.
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To account for differences in the period covered, we repeated our main regression using the - Table III hereSecond, the structure of the two dataset is different, with GSS being a repeated cross-section and HILDA being a panel. We assess the sensitivity of the results to two different treatments of the panel dimension (Table A3 in 
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In both cases, results are not significantly different from those in table II. If anything, the fact that the impact of the home country is lower in Australia than in the United States is magnified. Finally, using a probit specification instead of linear regressions produces results in line with those presented in Table II (column   2) .
We also test how changes in our measure of trust in the home country affect our results (Table A4 in the Appendix). Using the average of trust over all available waves in the WVS instead of the first wave only yields identical results. Also, if we use the mothers' country of birth instead of the fathers' to define the home country, results are very similar. If anything, the effect of trust in the home country appears even smaller in Australia (-0.328).
Individual Heterogeneity
This section analyses whether the differences in trust levels and in its transmission vary across different segments of the population. In particular, we focus on differences by: gender, age, number of foreign parents and the relative size of the home country community in the host country. Results for our main specification are reported in table IV.
- Table IV hereIn each column, the statistical significance of the variables interacted with 'subgroup' indicates the strength of the difference in the effect between the 'subgroup' and the reference groups (females; individual older than 45 years; individuals with only one parent that migrated to the host country; and individuals that belong to small migrant communities). In the United States (first and fourth coefficients in all columns), men and women are equally affected by trust in their home country (0.650 and 0.501 respectively). Interestingly, this is not the case for second generation immigrants in Australia, where only men's trust is positively related to trust in the home country (0.555 and 0.003 respectively). As a result, while the difference in the impact of trust in the home country between the United States and Australia is very large for women (-0.498), it is small for men (-0.095 ). This could suggest that in Australia, women adapt much faster to their environment. 18 In the second case, standard errors are clustered at the home country level instead of the individual level.
Since all the individuals in our sample are born in the United States or in Australia, it may be expected that the older they get, the lower the influence of the characteristics inherited from their parents and thus from their home country. However, no major age-related difference appears for any of the two countries.
For both Australia and the United States, the impact of the home country appears to be lower when the two parents are born abroad. This could be due to the fact that in families in which one parent is native, parents are more willing to transmit a foreign heritage, in the attempt to 'compensate' for the constant exposure of their children to the culture of the native parent.
Alternatively, in families in which the two parents are born abroad, two different cultures are transmitted when they are from different countries maybe lowering the effect of a particular one. Table I shows that in Australia, when two parents are born abroad, they are more often from the same origin suggesting that the first explanation may prevail. In the United States however, they are more often from diverse heritage suggesting that the transmission is split between two foreign cultures.
Finally, the proportion of immigrants from the same origin in the respondent's host country alters the way trust in the home country is transmitted to second generation immigrants. In the US, trust of the home country affects individual trust in larger communities only (0.525).
For those coming from smaller communities (the proportion of immigrants from the same home country is in the lowest quartile of the distribution), trust in their home country has no effect on their trust (0.029). Unsurprisingly, the link with the home country is weaker for those who belong to communities that are numerically less relevant in the host country. In Australia, trust is transmitted to second generation immigrants whatever the size of the community (0.284 and 0.388 respectively in large and small communities).
Turning to the effect of the host country dummy, the results suggest that unexplained differences between trust levels of immigrants to the United States and Australia are larger for individuals who are less than 45 year old, have two parents born abroad and belong to smaller foreign communities. Since the differences in origins are controlled for, these high differences in trust could come from a higher acculturation to the host country for these subpopulations.
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Cultural Assimilation: What Characteristics of the Host Country
Matter?
This section further explores how differences in the economic and social environment of the United States and Australia could explain the differentials in trust levels of immigrants. In particular, we analyse the effects of unemployment, segregation by country of origin, crime, economic inequality, perceived racial inequality, growth, female labour force participation, and population density. Using the same specification as in Table II column 3, we add controls for these characteristics and an interaction term that captures the differential effect for Australia. More precisely, the coefficients give the correlation between the evolution of these characteristics over time and that of trust for the United States and Australia separately. . Because changes in the economic and social environment may not affect trust immediately, we introduce these controls with different lags. In order to smooth the evolution of these characteristics, we use three-year moving averages. For all of the above mentioned characteristics, we tested 14 different variables: the current value and all the lags from the first moving average (based on values from t to t-2) up to the thirteenth moving average (based on values from t-12 to t-14). Table V presents the most significant results of this analysis.
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The first important result is that in all specifications, trust in the home country remains an important determinant of individual trust. This is in line with the findings of Ljunge (2011) for several European countries and confirms the strength of the cultural link between second generation immigrants and their countries of origin. More precisely, it remains stable and much larger in the United States (between 5.6 and 5.8) than in Australia (the difference with the US varying between -2.8 and -3.0). This suggests that the environment in the host country does not explain why the intergenerational transmission of trust is more important in the United States. We further investigate this issue in the next section.
The second result is that the environment in the host country affects trust and this effect can appear with several years delay. Only a few significant relationships actually appear with one year lag (unemployment and segregation by home country for Australia, see columns 1 and 2 in Table V) . In this case, the direction of causality remains unclear: in particular, it could be that increases in trust lead to less segregation by home country as well as the opposite. A 19 All the results that are not shown (other lags and other variables) are available from the authors upon request. number of other characteristics have effects on trust becoming larger with time and starting to become significant with around ten years lag: crime rate, economic inequality and perceived racial inequality (columns 3, 4 and 5 in Table V) . As the effect of these host country characteristics is delayed by many years, it appears reasonable to assume that they affect trust (rather than the opposite). In Australia, trust has increased with distant past reductions in crime and economic inequality and recent past decreases in segregation by home country and unemployment. In the United States, trust has increased over time with reductions in the perceived level of racial inequality. These results are consistent with the literature showing negative effects of criminality (Delhey and Newton, 2003) , income inequality (Uslaner, 2002) , segregation (Alesina and Zhuravskaya, 2011) and perceived racial inequality on trust (Rothstein and Stolle, 2008) . Consistently with Leigh (2006) , we find that income inequality does not affect coeval trust in Australia. However, its effect does increase with time.
The third result is that some of these host country characteristics contribute to the differences in trust levels between the United States and Australia. The effects of unemployment, segregation, crime, income inequality, and perceived racial inequality differ significantly between the United States and Australia (the interaction coefficient is significant).
Specifically, while unemployment, segregation, crime and income inequality, have a more negative effect in Australia than in the United States, perceived racial inequality has a less negative effect. As a result, the host country dummy mechanically increases in the first case and decreases in the second case.
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For example, if crime rates were 0% in the United States and Australia, the difference in trust between the two countries would be much higher (1.311). The coefficient on the host country dummy has increased (compared with the case with no controls) because when reducing crime rates to 0, trust increases especially in Australia, thus widening the gap between the two countries.
One interesting exercise is to calculate the values that these host country characteristics should take to annihilate completely the difference in trust between the two countries. Since crime rates have a negative effect in Australia only, we expect an increase in crime to reduce trust in Australia and thus to reduce the difference in trust between the two countries (at least ten years later). This difference would be totally cancelled out for a crime rate of 7% (instead of 3.8%).
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Similarly, since past income inequality has a negative effect in Australia, higher 20 Note that the interpretation of the country dummy is slightly different from before. It gives the difference in trust between the United States and Australia if the host country characteristic included in the regression were 0%. 21 This is the value of crime rate x such that: 1.311 + 0.0125*8.58 + (-0.0125-0.191) x =0.
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values of income inequality would decrease trust and reduce the difference in trust between the two countries. Specifically, a Gini coefficient of 0.48 (instead of 0.30) would lower Australia's trust to the US level (at least ten years later). With its negative effect on trust, a rise in Australia's unemployment rate to 20% (instead of 5.1%) would also deter trust in Australia to the US level (one year later). Finally, the difference in trust between the US and Australia would disappear for a segregation by home country index of 0.0017 in Australia (instead of 0.0013). In the United States, only a reduction in perceived racial inequality would have an effect which is large enough to cancel out the difference in trust with Australia. Specifically, if only 15% of second generation immigrants in the United States thought that race matters to get ahead (instead of 40%), trust in the US would be as high as in Australia. 22 It is worth noting that in the United States, segregation by home country is not significantly related to trust. This suggests that segregation by home country probably differs from racial segregation in the United States.
In all, while the low levels of unemployment, segregation by home country, crime and income inequality, partly account for the high level of trust in Australia, the perception of racial inequality contributes to lower levels of trust in the United States. However, these features do not explain the differences in the intergenerational transmission of trust between the United States and Australia.
Intergenerational Transmission: Interpreting the Difference between the US and Australia
We showed in section 5 that our results are robust to the inclusion of a large set of individual and country controls, alternative samples and specifications. The differences observed in the transmission of trust to second generation immigrants in the United States and Australia could still conceal an effect of endogenous migration. This could either happen if countries of origin or immigrants themself differ in terms of trust by host country.
Endogenous Migration in Relation to Trust in the Home Country
It is possible that immigrants from certain countries select into a specific destination so that their trust and that in their host country and home country would be spuriously correlated.
Specifically, if individuals from trusting countries tend to migrate to trusting countries, the effects of culture and environment could not be disentangled. The descriptive evidence presented in Figure 1 , showing that trust levels of second generation immigrants exhibit a fair amount of variation by home country in both host countries suggests that the issue of selection may not be too relevant. In order to address this aspect more precisely, we tested whether countries whose emigrants moved to the United States differ from those whose emigrants moved to Australia in terms of trust. We regress the level of trust in countries of origin on trust in the host country (either the United States, Australia or both). Results are reported in Table A5 . Whether we use the first wave of the WVS or all waves available, results show no correlation between the level of trust in home and host countries. This suggests that the United States and Australia attract immigrants from countries with similar levels of trust. .
Endogenous Migration in relation to Individual Trust
It is also possible that the endogenous migration happens at the individual level: for example, if immigrants who have levels of trust that are close to their home country migrate to the United States while those who are more detached migrate to Australia. This would explain why we find stronger relationships between trust of immigrants and trust in the home country in the United States than in Australia. Also, immigrants with initially higher levels of trust could migrate to Australia while those with lower levels of trust migrate to the United States, creating a spurious correlation between individual trust and the host country dummy. To test this hypothesis, we regress individual trust of first generation immigrants on trust in their home country as specified in equation (1) (this is similar to Table II for second generation immigrants) (Table VI) .
Results first show that the effect of trust in the home country is similar between the United States and Australia. As soon as individual controls are added to the model (specification 2), the interaction term between trust in the home country and Australia becomes insignificant while the main effect of origins remain. It even becomes really small in magnitude in our baseline specification 3. This suggests that people who migrate to the United States versus 24 Australia are not initially closer in terms of trust to their home country: they carry over the same amount of trust from their home country. The higher effect detected for the United States on second generation immigrants thus actually suggests a larger intergenerational transmission of trust in the United States.
Second, the effect of the host country dummy is much smaller and becomes insignificant as controls are added. This indicates that first generation immigrants do not exhibit unexplained differences in trust by host country as large as second generations. They do show significant differences, but these first generations have possibly spent a significant part of their life in their host country. This suggests that the host country dummy actually captures the acculturation process which takes time and appears significantly larger for second generations.
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Conclusions
This paperanalyses the impact of cultural transmission and of the environment on trust. We disentangle the effects of the different factors by focusing on second generation immigrants who live in two different countries, the United States and Australia.
Our results clearly indicate that both the home country and the host country matters.
Specifically, cultural transmission is particularly important in explaining trust levels in the United States, although a positive relationship between trust in the home country and individual trust can also be detected in Australia. Also, large differences appear in trust levels between the two host countries suggesting that the environment matters as well. These results are robust to including a large set of controls (individual, home country and regional characteristics in the host country), different samples and econometric specifications. Interestingly, differences in levels and in the transmission of trust across generations between the United States and Australia are not homogenous in the population. In particular, in Australia, women's trust is not affected by trust in their home country. In contrast, in the United States, women's trust is as affected by their origin as that of men. Also, the transmission of this foreign heritage appears particularly strong when only one parent is born abroad. Finally, trust in the home country has no effect on the trust of individuals belonging to small communities in the US.
We then analyse whether economic and social conditions of the host country could contribute to the differences in trust levels observed between the United States and Australia. While the low levels of unemployment, segregation by home country, crime and income inequality, partly account for the high level of trust in Australia, the perception of racial inequality contributes to lower levels of trust in the United States.
To expand our understanding of the differences in the transmission process of trust between the United States and Australia, we reproduce our main analysis for first generation of immigrants. Results show that, for them, the influence of the home country is similar across the United States and Australia, suggesting that immigrants arrive in their host country carrying the same amount from their home country. Furthermore, they show much smaller differences in their trust levels by host country. This strengthens our results that the transmission process is larger in the United States and that trust levels of immigrants grow different with time as a result of an acculturation process.
The evidence provided in this paper showing that culture seems to matter more in the United States than in Australia opens interesting perspective for future research. In particular, the question of whether our findings are also valid for other behavioural traits would provide a better understanding of the how migrants build a mixed identity between the host country and the home country. Sample: second generation immigrants residing in the United States or in Australia. Source: HILDA 2005 , 2006 , 2008 , 2010 and GSS 1978 -2010 Levels of significance: *: 10% **: 5% ***: 1% Sample: second generation immigrants residing in the United States or in Australia. Note: standard errors (clustered at the individual level) in parentheses. The additional individual controls are: gender, education levels, marital status, number of children, labour force status, urban/rural residence, region of residence, an indicator for whether both parents are immigrants from different countries and an indicator for whether they are from the same country. Home country characteristics are GDP growth, GDP per capita, unemployment rate and democracy level. Region of residence characteristics are GDP growth, unemployment rate, population density, crime rate and the percentage of immigrants from the respondent's home country in his host country (these are time-variant). All the controls are also interacted with an indicator for Australia. Source: HILDA 2005 , 2006 , 2008 , 2010 and GSS 1978 -2010 . Levels of significance: *: 10% **: 5% ***: 1% Sample: second generation immigrants residing in the United States or in Australia. Note: standard errors (clustered at the individual level) in parentheses. The additional controls are as in Table II , column 3. Source: HILDA 2005 , 2006 , 2008 , 2010 and GSS 1978 -2010 . HILDA 2005 , 2006 , 2008 , 2010 and GSS 1978 -2010 . Levels of significance: *: 10% **: 5% ***: 1% Sample: second generation immigrants residing in the United States or in Australia. Note: standard errors (clustered at the individual level) in parentheses. The additional controls are as in Table II, column 3.  Source: HILDA 2005 , 2006 , 2008 , 2010 and GSS 1978 -2010 . Levels of significance: *: 10% **: 5% ***: 1%. Sample: first generation immigrants residing in the United States or in Australia. Note: standard errors (clustered at the individual level) in parentheses. The additional controls are as in Table II.  Source: HILDA 2005 , 2006 , 2008 , 2010 and GSS 1978 -2010 Figure 1. -Trust levels in the USA and Australia. Sample: GSS 1978 -2010 and HILDA 2005 , 2006 , 2008 , 2010 . .7
26
Tables and Figures
Individual level of trust Levels of significance: *: 10% **: 5% ***: 1% Sample: second generation immigrants residing in the United States or in Australia. Note: standard errors (clustered at the individual level) in parentheses. The additional individual controls are: gender, education levels, marital status, number of children, labour force status, urban/rural residence, region of residence, an indicator for whether both parents are immigrants from different countries and an indicator for whether they are from the same country. Home country characteristics are GDP growth, GDP per capita, unemployment rate and democracy level. Region of residence characteristics are GDP growth, unemployment rate, population density, crime rate and the percentage of immigrants from the respondent's home country in his host country (these are time variant). All the controls are also interacted with an indicator for Australia. Source: HILDA 2005 , 2006 , 2008 , 2010 and GSS 1978 -2010 . Levels of significance: *: 10% **: 5% ***: 1% Sample: second generation immigrants residing in the United States or in Australia. Note: standard errors (clustered at the individual level) in parentheses. In the last column, standard errors are clustered at the home country level. The additional controls are as in Table II, column 3.  Source: HILDA 2005 , 2006 , 2008 , 2010 and GSS 1978 -2010 . Levels of significance: *: 10% **: 5% ***: 1% Sample: second generation immigrants residing in the United States or in Australia. Note: standard errors (clustered at the individual level) in parentheses The additional controls are as in Table II , column 3. Source: HILDA 2005 , 2006 , 2008 , 2010 and GSS 1978 -2010 . Levels of significance: *: 10% **: 5% ***: 1% Sample: second generation immigrants residing in the United States or in Australia. Note: standard errors in parentheses. Source: WVS data.
